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Who decides what?

Legislature Governor
Plan sponsor | | Plan sponsor
|

Benefits Advisory
Committee Investment Board

Advises Fund Trustee

IPERS Admin
Implements
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Any solution must
’ preserve IPERS as
a defined benefit
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» retirement plan

Benefits Advisory Committee on
p. balancing IPERS’ long-term funding

e
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Defined benefit plan
that works with
Socilal Security and
own savings
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Purpose: help employers

e Attract and retain good
employees

¢ &= < Fill critical positions

e Benefit grows with length
of employment
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Purpose: secure income

e Care for self in retirement

e Core benefit

s = e | [fetime monthly payment

e - Disability & death benefits
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How IPERS wor
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Large resource & rrsk ool

167,717
active

8% retrrees

7, 183 retirees
worked N

FY2009
L8 & W
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167,717 m;ﬁ/ve/ywd)wy

Cities
14%

Counties &
16% _
State Education

15% 52%

Other
3%




IPERS Trust Fund

Employer contributions
Employee contributions __

Pooled
and
Invested
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Diversified portfolio

Asset allocation targets

Core plus fixed income
34% High-yield
pmETE rresmmTes /fixed Income
| | 50,

Real estate
8%

I
Domestic equity

28%

Private equity
10%

International equity
15% June 30, 2009
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Income by source

1999-2008

Contributions
29.9%

Investments
70.1%

(Employees 12.2%)
(Employers 17.7%)
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Prefund, not pay-as-you-go

Current o |
ISl employees 18
contribute
for their own \-—-—*
future { 2o
retirements | & 24P
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Long-term funding formula
to prefund benefits

Contributions + Investments = Benefits + Expenses

(Actuarial assets) Actuarial liabilities)
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IPERS’ projected
long-term funding

(Actuarial assets)

Actuarial liabilities)
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Contribution “holidays” hurt

Rate for regular members set in law
lower than actuarial rate

95% of membership

Added $762 million to UAL in 7 yrs
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Woulda, coulda, shoulda .,

.

BAC 2004 recommendation

e |[ncrease contribution rate ,.\/' *
4 percentage points

e Start FY2006

e \Would be the first rate
INncrease for regular
members since 1979
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Work In Progress
Law change 2006

e Contribution rate
Increase of 2
percentage points

e Phased in over 4 years . .

e Start FY2008
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More Progress

Law change 2008

= |PERS to adjust rates
starting FY2012

| .."3 : ll
2 W
£ ,

T e el
N S

-

e Annual change limited to 0.5
percentage point
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It doesn't
work to leap
a twenty-
foot chasm
IN two ten-
foot jumps.

American Proverb
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Contributions still lagging

Contribution Actuarial Percent
Rate Rate Funded
FY2010 FY2010 FY2008

Special Service members*
Sheriffs and deputies 15.24% 15.24% 101.6%

*Benefits for Special Service members are higher than those for regular members.
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Funded ratio
(actuarial assets + actuarial liabilities)

HO0% 89.1%
90%
80%- 2001-2002 recession V2008
70%- Contribution rate began
60%- below actuarial rate :Zfér;g

‘96 '97 98 '99 '00 '01 '02 '03 '04 '05 '06 'O/ '08
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Unfunded actuarial liabllity

FY2008 UAL
$2.665 billion
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Bad Is never good
until worse happens.

Danish Proverb
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Re.ces.Slon

¥
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FY2009 UAL

-$4.895 biIIion §

Amortlzatlon |nf|n|ty
(and beyond)
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Long-term look
Investment returns 1981-2008

Annualized return 11.1%
Assumed return 7.5%

Annualized return




One year later
Investment returns 1981-2009

&
=

Annualized return 10.02%

&
i

Annualized return
B
5

-1o%

-20%

Assumed return 7.5%

=1
i

-16.27%

Fiscal year

A = 4 2
T S T LT B A T AP LA g G )

29

I"2PERS



Because of Westridge?

2%
Westridge

IPERS’ portfolio 98%

~ not
iInvolved

Most Westridge loss from markets
Expected recovery >50% of remaining

Dozens of others affected
(e.g. 3M, Wells Fargo, University of Penn, ND Retirement)
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Public market returns

FY2008 FY2009
U.S. stocks -12.5% -26.4%

U.S. bonds 6.2% 4.9%
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IPERS’ returns

Actuarial return

IPERS assumption Peers’
FY2008 - 1.33% — 4.36%
FY2009 -16.27% -18.76%
‘Median: TUCS Public Funds > $1 billion
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Actuarial balance sheet

Actuarial  FY2008 FY2009
A(\gsiel)ts $21.857 billion 1 $21.124 billion
Actuarial —
Liabilities $24-522 billion I $26.019 billion
(B+E)
UAL $2.665 billion ' $4.895 billion
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Fu

ture funded ratio

(actuarial assets + actuarial liabllities)

100%+
90%-
80% -
70%-
60%

FY2008

FY2009 ™.,
81.200 4

50%

'96 '97 '98 '99 '00 '01 '02 '03 '04 '05 '06 '07 '08 '09 10
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Recession reqguires
new action

ePast action = past underfunding

eCan’t assume unrealistically high
future Investment returns

e Must address both sides of
funding equation
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Rebalancing
C+I=B+E
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Studies

What’s
affordable?

Can’t control
markets; Board
annually
reviews asset
allocation and
risk vs. return

37
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Affordable contribution rate

e Planned increases not enough
e Last statutory increase FY2011
e |PERS to set rates starting FY2012

e Annual change limit
0.5 percentage point

e Regents: 15% B+E
: ° -
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Studies

What’s What are the
affordable? biggest cost drivers?

Annually
about ¥4 of 1%
of trust fund
value; lowest

Can’t control
markets; Board

anr_lually admin. costs
reviews r_eturn among peers
assumption

and risk vs.

return
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Benefits

Biggest cost drivers$$$$$$$SSSSSS S

PTPPTPPTPPTPPTIPTIPTIPFSPFIPF TSP
$$$retirement ageSFSESESESFSEFEFEF
PFEFEPF(When)FTEFEPTEPTEFEPFEFT S
PIEPTEPTEPTEPT P TSP T EPFEPF TSI TS
PFEPTEPTEPTEPTEP TSP TEPFEPF PP TP
$FEFIMUltiplierSITEPTIPTEFTIFEPT ST
$5$P55$ESS(how Much)PSEPETEPSESS
PIEPTEPTEPTEPTEPFEPFTPFTPF TP TS F
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Benefit multiplier

The greater the multiplier,
the faster benefits increase

Benefit Formula: Final Average Salary X Multiplier

Current multiplier

«2% a year for 30 years
«1% a year in years 31-35
e Maximum 65%

ccccccccc
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Retirement age

Earlier retirement = ve ©
More years of benefits :e é e g (g

Higher cost

55 60 ‘65 700 | 75

<

Q)

D :

v RREUERE

Retirement gge

149 retirees age 100 or older
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Rethinking retirement age
Longevity
Social Security age

Demand for lenient Eawratiz
return-to-work rules Eaw=m=sy

Number returning to work

Double-dipping concerns
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Murphy's law

Anything that can go wrong will.
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Reasons for optimism

Solutions exist

IPERS remains a solid plan
Valued employeggbenefit
Retirement security a priority

Recession’s effect long-term but
economy improving

45 I"2PERS



| n Ve St m e n tS IPERS’ net investment portfolio assets
FY2010 di—

.....

$17.99 billion 6/30/09 =

10% July-Sept investment return
$19.65 billion 9/30/09*
$19.86 billion 10/31/09* *Est.
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Cost-of-living adjustment

—i Tomr ssnm-
!$1 .00 N 1980

\" M seif  Cash _or

Ser ve Credit

< T
LEG®

irst o

Plus

I$2 62 In 2009

- iBureau of Labor Statistics

No traditional COLA In IPERS

48 I"ZPERS



November Dividend

Base = last year’s dividend

Increase = yearly benefit + last year’s dividend x multiplier

Pre-July 1990

Base guaranteed by law

Paid from Trust Fund

No increase since 2001 .
Median

Pay only base in FY2010 FY2009

payment
$650
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FED

Favorable Experience Dividend

December benefit x 12 months x multiplier x years retired

July 1,1990 and after Median
FY2009

NO guarantee payment

Separate account $654

Created with Trust Fund transfer
No more transfers if underfunded
Multiplier 1.07% since Jan. 2003
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FED Reserve Account

Transfers from Trust Fund $602.3 mill

on
Investment income 220.6 million
Total FED Reserve Acct $822.9 million
- Payments $452.2 million
Remaining $370.7 million

Payments left
New transfer About 3 full years

Fully funded; stay fully funded
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FED Reserve Account

Enough money to pay?

e Amount credited to account

e Previous distributions
e Future transfers and payments
 November dividend
e Other

Decisions, decisions
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Why pay FED in 20107

Use of Reserve Account restricted
Cannot apply to UAL
Not much effect on funded ratio

Pre-1990
NO Socia

retirees get dividend

Security COLA, rising

medical costs

Economic impact of payment

53
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IPERS policy bill 2010

Create bona fide
retrement (BFR)

i

g

i

exception for
National Guard

year BFR
exception for licensed

Extend 1-

health care professionals




IPERS’ FY2010 budget

Total adjusted administration cost
r active [confributing) member & refiree (FY2008)

No General Funds

All median

Peer median
.. IPERS $77

11% savings:

Personnel $1,038,851
(FTEs; CEO and CIO salary; furloughs)

Travel and training 78,063

Printing, postage, purchasing, DAS rebate 221,496

Delay capital projects 665,000

Total savings $2,003,410
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Budget cuts & IPERS benefits
Q&A: IPERS and furloughs

Q&A: IPERS and layoffs

Benefit estimates

Leaving IPERS-covered
employment before retirement

Early retirement incentives
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News

I">PERS

Working today for your tomorrow. E Home

n
- Y IPERS Central> °
WWW I p e rS O rg . 1 [ o : P Who we are, the laws behind
. . e = 2 - p

what we and
opportunities for vendors
Investments >

T oUW Wi Gt
' ' - : investment plar . in motion
Benefit information, Postretirement Help for reporting and the result’ of their work
retirement calculators, benefits, returning officials and human
and useful links to work, and more resource professionals

HOME  ABOUT | ARCHWVE
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October 7, 2009
The BAC, the Beatles, and backseat drivers

A line from a Beatles song popped into my head as I thought about the smart, dedicated g

1OWA PUBLIC EMFLOYEES' RETIREMENT SYSTEM

CmpoerLogr IPERS Central

BAC Meeting Agendas and Minutes

"We can work it out.”

before the recession—a yesterday when all our troubles seemed so far awa [ Agendas and minutes C'F’E” In a new ".Ii‘.I'II'IdCIW. Minutes are pDStEd after
only to criticize them. : approved by the BAC at its next meeting.

BAC members are willing to take a turn in the driver’s seat, knowing

retirement benefits for future generations. o .t'(pf*" ’ -. “ 2009

After looking at several studies that examined only contribution rates as a solution, the BAC zero Fight Identity Theft -

will study them and report to the BAC at its November 2 meeting. Unclaimed Funds November 2 agenda minutes

October 5 agenda minutes e Actuary's update on
long-term funding
studies
n
WWW . I p e rS - O rg / b | O g Septernber 14 agenda minutes * Actuary's presentation

on studies

+ Cost of Living
Adjustment
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Final thoughts I\

Benefits paid FY2009 / I '""*a

$1.044 billion in lowa

Over 88% of Fj Most of
\ $1.183 billion total,  therestto

\ < border states

& Remainder to warmer southern states
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